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Key Financials

T Crore FY09 FY10 FY11 FY12
Net Sales 117 119.2 201.6 298.8
EBITDA 1.8 13.0 19.5 28.1
Net Profit 0.4 4.6 9.5 171
EPS () 0.7 15 15.6 22.6

Valuation summary

FY09 FY10 FY11 FY12
P/E(x) 163.6 15.0 1.2 5.0
EV/ EBITDA(x) 65.9 8.5 4.6 2.9
P/BV (x) 25 2.2 1.8 1.6
RoNW(%) 15 14.7 25.2 32.9
RoCE(%) (1.1) 16.8 375 45.8

Stock data

Market Capitalization % 85.9 Crore

Total Debt (FY12) % 0 Crore
Cash (FY12) % 5.3 Crore
EV % 80.6 Crore
52 week H/L 132/56
Equity capital % 7.6 Crore
Face value g10
MF Holding (%)
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Return matrix

Return % ™ 3M 6M 12M
Atul Auto Ltd (1.8) 335 471 63.2
Bajaj Auto (5.4) (13.6) (0.5) 1.6
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Atul Auto (ATUAUT)

115
Attractive story awaiting discovery...

We met the management of Atul Auto Ltd (AAL) to get a deeper
understanding of the company’s business and strategy in the three-
wheeler segment. AAL is driven by a first generation promoter headed by
Mr J.J Chandra. AAL is a niche and growing three-wheeler manufacturer.
Its USP lies in the fact that products are primarily catering towards the
rural and Tier-lll towns with specialised designs to aid customer
requirements. The company has recently expanded to more regions of
India. AAL currently covers ~14 states with 120 dealers. The company
has kicked on from FY09, a weak year of operations, and improved its
operating margin profile from ~2% in FY09 to ~10% in FY12. This is
coupled with RoE expansion to ~33%. On the leverage side, with zero
debt, operational cash flows have been supporting capex for AAL (1.4x
gross block growth in the last four years). Strong revenue and profit
growth of 2.6x and 33x, respectively, in four years made us take a
stronger look at the business and we are not disappointed.

Decent product portfolio, capacity expansion to supplement

On the product side, the company has products like Atul GEM and Atul
Smart with the former contributing ~60% to revenues. The erstwhile
Chakda or the popular rural auto has been transformed and maintained its
niche in the business. The acceptance of its products against competitors
like Piaggio in recently entered markets like Andhra Pradesh is a positive
for future growth prospects.

New expansion across states, geographies to add growth levers

AAL is working towards increasing its footprint throughout India. It has
recently expanded to 14 states with 120 dealerships. The aim seems to be
to increase its eastern segment presence and increase the dealer network
to 150 by FY14-15E. AAL had left export markets as the strong domestic
market was outstripping supply but with new capacity coming in place by
FY13E it is also looking at starting exports to Bangladesh, Middle East and
Africa. It has recently signed an agreement to assemble three-wheelers in
Sri Lanka, which would help bypass high import duty rates.

Clean balance sheet, decent financial performance a lure

The company has not gone aggressive in expansion and has grown in a
phased manner through internal cash flows, a fact that we admire. Hence,
the B/S has not been levered, thus also helping gain attractive RoEs.

Poor small cap valuations undeserved

Considering the above reasons, which clearly differentiate the stock with
other small cap stock, one would feel valuations would differ. However,
this is not the case and the stock is still trading at ~5x PE and 3x
EV/EBIDTA on a trailing FY12 basis even with RoEs of ~33%.

Exhibit 1: Financial Performance

(% Crore) FY08 FY09 FY10 FY11 FY12
Total Operating Income 80.5 1175 119.9 202.0 299.4
EBITDA 5.5 1.8 13.0 19.5 28.1
EBITDA Margin (%) 6.8 1.5 10.8 9.7 9.4
Depreciation 2.3 2.5 39 43 4.3
Interest 2.8 24 3.2 1.8 0.8
Other Income 15 3.7 1.2 0.6 1.8
Reported PAT 1.3 0.4 4.6 9.5 171
EPS (%) 2.3 0.7 15 15.6 22.6

Source: Company, ICICldirect.com Research
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Exhibit 2: Improving operational performance
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Exhibit 3: Strong return on equity... Exhibit 4: ...and return on capital employed
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Exhibit 5: Improving dividend yield for investors
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Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;
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ANALYST CERTIFICATION

We /I, Nishant Vass MBA (FINANCE) Venil Sah MBA research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICIC| Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICIC| Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Nishant Vass Nishant Vass MBA (FINANCE) Venil Shah MBA research analysts and the authors of this report have
not received any compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which
include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Nishant Vass Nishant Vass MBA (FINANCE) Venil Shah Venil Sah MBA research analysts and the authors of this report or any of their family members does not serve as an officer,
director or advisory board member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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